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SUBJECT: CONSUMER PRICE RISES FOLLOWING HOSTILITIES 

1. SINCE OCTOBER 6, PRICES OF CONSUMER ITEMS, PARTICULARLY 
FOODSTUFFS AND SERVICES, HAVE GENERALLY INCREASED ACROSS THE 
BOARD. A LIST OF ABOUT 25 INDICATORS SHOWS A TOTAL AVERAGE 
INCREASE OF APPROXIMATELY 30 PERCENT WITHIN THE PAST THREE 
WEEKS; SOME ITEMS, SUCH AS TEA AND SUGAR BEING SOLD ON THE 
FREE MARKET HAVE RISEN CONSIDERABLY MORE. FREE MARKET PRICES 
OF ESSENTIAL FOODSTUFFS HAVE RISEN BY AN AVERAGE OF 40 PERCENT. 
IN ADDITION, THE GOE HAS IMPOSED ADDITIONAL TAXES, BOTH 
DIRECT AND INDIRECT, AND HAS INCREASED COMPULSORY RATE OF 
SAVING FROM ONE-HALF OF A DAY'S WAGE PER MONTH TO THREE- 
QUARTERS OF A DAY'S WAGE PER MONTH. 

2. IMPACT OF INCREASED ECONOMIC BURDEN IS BEING FELT AT ALL 
LEVELS OF EGYPTIAN SOCIETY. BUT MOST PARTICULARLY BY MIDDLE 
CLASS, WHICH IS ACCUSTOMED TO SUPPLEMENT RATIONED FOODSTUFFS 
BY BUYING ON OPEN MARKET. NORMAL EGYPTIAN RATIONING SYSTEM 
CUSHIONS EFFECT OF INCREASES ON EGYPTIAN LOWER CLASS, BUT 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 CAIRO 03310 021125Z 

EVEN HERE PRICE INCREASES WILL HURT. UPPER CLASS REMAINS 
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LEAST AFFECTED. 

3. GOE HAS STATED THAT INCREASES OF PRICES AND TAXES ARE ONLY 
TEMPORARY-I.E., UNTIL SETTLEMENT TO ME CRISIS IS REACHED. 

EVEN WHEN PRESENT CRISIS ABATES. HOWEVER, PRICES OF COMMODITIES 
WILL PROBABLY REMAIN HIGH UNTIL ADEQUATE SUPPLIES BECOME 
AVAILABLE. INCREASE OF COSTS OF SERVICES WILL PROBABLY NOT 
DECREASE. 

4. AIRGRAM WITH DETAILS FOLLOWS. 

SMITH 
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